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SUBJECT: INFLATION IN JUNE CONTINUES DOWNWARD 
REF: BRASILIA 4349 

1. ACCORDING TO THE GETULIO VARGAS FOUNDATION, THE GUANA- 
BARA COST-OF-LIVING INDEX IN JUNE WENT UP BY 1.7 PERCENT, 

THE LOWEST MONTHLY INCREASE SO FAR THIS YEAR. THE CUMULA- 
TIVE INCREASE THROUGH JUNE WAS 20.8 PERCENT AS COMPARED 
WITH 12.5 PERCENT FOR THE FIRST HALF OF 1973. 

2. MAJOR FACTOR CONTRIBUTING TO THE COST-OF-LIVING 
INCREASE DURING JAN/JUNE WERE: FOOD PRICES, UP 27.6 PER- 
CENT; PERSONAL SERVICES (WHICH INCLUDES GAS PRICES), UP 
19.0 PERCENT; RENTS, UP 18.5 PERCENT; AND MEDICAL 
SERVICES, UP 18.1 PERCENT. 

4. COMMENT: THE DROP IN THE RATE OF INFLATION IN JUNE 
CAME AS NO SURPRISE SINCE IT HAD BEEN ANTICIPATED IN 
PUBLIC COMMENTS BY FINANCE MINISTER SIMONSEN AND OTHER 
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RISE IN THE GUANABARA COST-OF-LIVING INDEX HAS SHOWN A SIGNIFI- 
CANT DOWNWARD MOVE FOR THE SECOND CONSECUTIVE MONTH, INDICATING 
THAT THE GOVERNMENT'S ANTI-INFLATIONARY PROGRAM (I.E., 

TIGHT CREDIT POLICY AND EFFECTIVE PRICE CONTROL MECHANISM) 

IS HAVING AN IMPACT. GOVERNMENT OFFICIALS ARE FORECASTING 
FURTHER DECREASES IN RATE OF INFLATION DURING THE 
SECOND HALF. WHILE NO OFFICIAL PROJECTIONS HAVE BEEN 
PUBLISHED, PRIVATELY GOVERNMENT OFFICIALS PREDICT THAT 
THE GUANABARA COST-OF-LIVING INDEX WILL SHOW AN 
INCREASE OF BETWEEN 30 AND 35 PERCENT IN 1974. 
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